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Executive summary 


Profitability dimensions 

Given the nature of the refining industry wherein the investment stakes are of 
the order of thousands of crores, the profitability of refining projects gets 
affected by a number of parameters. Therefore, issues such as duties; tax 
regimes; capital structure; incentives; etc. become equally important. 
Specifically, for refineries, the following can be crucial. 

Crude and product spreads: The incessant volatility in global crude and 
product prices 

Tariff protection: The differential between custom tariffs on crude and 
petroleum products 

Entry tax: The tax applicable on goods brought into local area from any place 
outside a state for consumption, use or sale therein 

Duty waiver/deferral: Exemption/deferral of specific duties such as excise, 
sales tax, etc. 

Tax holidays: Waiver on corporate tax payable for a specified period 

The above mentioned have a direct bearing on the economics of refineries. Some 
parameters like the level of tariff protection are applicable to all, while others 
like entry tax are location specific. Incentives from State Governments are 
primarily project specific and vary from case to case. 

This report examines the impact of specific incentives extended to the 9 
MMTPA grassroots Bhatinda refinery and the 6 MMTPA expansion project at 
Panipat by their respective State Governments to compare the key financial 
parameters of the two projects. The financial analysis for the Bhatinda refinery 
is taken up in the next section while that for the Panipat refinery follows. 

Financial analysis: Bhatinda refinery 

Cash flows for the project were generated over a 20-year horizon on the basis of 
the following: 
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Operating parameters 
Sales realisation 

Sales were valued at import parity, i.e., the landed price of product at the nearest 
port to Bhatinda (Kandla, Gujarat) and rail freight thereafter. Import parity 
prices reflect average Middle East Gulf prices over the year 2000/01 and 
prevailing tariffe. Base year exchange rate was pegged at Rs 48 per USD with 2 % 
annual devaluation over the project life. 

Crude costs 

Base year crude costs are estimated at Rs 9,920/MT reflecting the landed price 
of Arab Medium crude at Mundra, Gujarat. 

Operating costs 

As per data furnished by GGSRL (Guru Gobind Singh Refineries Ltd) officials, 
operating costs aggregate Rs 514 crores per annum. An escalation of p.a. 
has been considered over the project life. 

Interest and depreciation 

Financial costs have been based on a debt-equity ratio of 1.5:1; a loan tenure of 8 
years &: a moratorium of 3 years; and an interest rate of 14% p.a. Interest on 
working capital is considered at 16% p.a. 

Depreciation is on WDV (Written Down Value) basis as per standard rates 
applicable to various categories. 

Incentives from State Government 
Sales tax deferral 

The project enjoys deferment of sales tax to the extent of 300% of fixed capital 
investment to be availed in 15 years with a provision for repa 5 nnent of deferred 
amount in 30 semi-annual interest free instalments. Fixed capital investment 
for the project aggregates Rs 7,958^ crores. Accordingly, maximum benefit the 
project can avail is capped at Rs 23,873 crores. 

The corresponding half yearly instalment to be initiated at the end of 15 
years is Rs 796 crores ( Rs 796 crores x 30 = Rs 23,873 crores). The present 


* Annual WPI (Whole Sale Price Index) increased at 5.5% over the past three years 
Total project cost less capital investment towards pipeline 
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value of an annuity of 796 crores, initiated 15 years from zero date, with 30 half 
yearly instalments is Rs 1,374 crores only. 

As against this, the present value of sales tax benefit, i.e., sales tax charged to 
consumer but not surrendered to the State government is Rs 10,783 crores. The 
net benefit from sales tax deferment is, thus, Rs 9,408crores (Rs 10,783 crores 
less Rs 1,374 crores). On a unit basis the incidence of sales tax deferment is as 
much as Rs 780/MT or $ 2.28/bl. 

Other benefits 

Other benefits extended by the State Government include, 

■ Sharing of infrastructure development expenses to the extent of Rs 180 
crores 

■ Supply of free water during construction period 

■ Exemption of electricity duty on generation of power for own 
consumption in the refinery for 15 years 

Project evaluation 

The impact of the above-mentioned on the economics of the project is analysed 
in Table 2. The sensitivity of key financial parameters of the project to incentives 
extended by the State government is very high. 

Table 2 Sensitivity of key financiai parameters of Bhatinda refinery to concessions from State 
Government 


Parameter 

With concessions/ 

Without concessions/ 


incentives 

incentives 

Internal rate of return 

18.93% 

10.02% 

Net Present Value 

Rs 4277 crores 

- Rs 4,546 crores 

Payback period 

9.7 years 

17.3 years 


As is evident, the project becomes unviable in the absence of the concessions 
extended to it. The most significant aspect of the concession scheme is the 
deferral on sales tax, estimated at $ 2.28/bl. 

Gross and net refining margins for the 15-year operating period are 
presented in Table 3. 
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Table 3 Margins for Bhatinda refinery ($/bl) 


Year 

Gross ReMng 
Margin 

Net Refining 
Margin 

YearO 

9.34 

-2.96 

Yearl 

10.65 

3.16 

Year 2 

10.67 

4.16 

Years 

10.49 

2.51 

Year 4 

10.32 

3.07 

Year 5 

10.14 

3.52 

Years 

9.96 

3.88 

Year? 

9.77 

4.19 

Years 

9.58 

4.44 

Years 

9.39 

4.65 

Year 10 

9.19 

4.83 

Year 11 

9.00 

4.98 

Year 12 

8.80 

4.90 

Year 13 

8.59 

4.80 

Year 14 

8.38 

4.70 


Notes: 

Gross Refining Maigin - Sales - Crude costs -Operating costs 

Net Refining Margin - Gross Refining Margin - Depreciation - Interest-Taxes 


As is evident, the project is extremely sensitive to the deferred sales tax benefit 
incentive extended to it by the State Government, In order to analyse the 
sensitivity, two scenarios were constructed: one wherein the incentive period is 
slashed down to 10 years and the other with one-third reduction in sales tax 
rates in the state. The impact of these on project financials is presented in Table 
4. 


Table 4 Project financials for Bhatinda refinery with variations in sales tax benefit incentive 


Parameter 

10-year incentive 

33% reduction in 


period 

sales tax 

Internal rate of return 

16.87% 

16.62% 

Net Present Value 

Rs 1,908 crores 

Rs 1,855 crores 

Payback period 

11.01 years 

11.05 years 


In the event that the sales tax retained is treated as accrued income for the 
project, the tax° payable is higher and the project IRR drops. 


Table 5 Impact of fiscal treatment of sales tax benefit 


Parameter 

Without tax on 

With tax on 


sales tax retained 

safes tax retained 

Internal rate of return 

18.93% 

15.44% 

Net Present Value 

Rs 4277 crores 

Rs 609 crores 

Payback period 

9.7 years 

11.9 years 


® Sales tax retained taxed at corporate tax rate of 35% plus 10% surcharge 
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The estimated cost of production for the Bhatinda refinery at first year of full 
capacity utilisation after expiry of the moratorium on the loan is presented in 
Table 6. 

Table 6 Estimated cost of production for Bhatinda refinery (Rs/MT) 


Parameter 

Value 

Crude cost 

10527 

Operating costs 

680 

Depreciation 

833 

Financial charges* 

1212 

Inventory carrying costs 

234 

Total 

13486 


* Excludes deferred sales tax benefit 

Financial analysis: Panipat refinery expansion project 

Information on IOC’s panipat refinery expansion project has been collated from 
data in the public domain; and interviews with officials from Government of 
Haryana and IOC. 

Project cost 

The original project cost for the 6 MMTPA expansion of the Panipat refinery was 
pegged at Rs 3,365 crores. However, with fuel quality upgradation costs, the 
revised project cost is now Rs 4,165 crores. This includes Rs 500 crores towards 
expansion of the Salaya-Chaksu-Panipat section of the Salaya-Mathura pipeline 
to handle an additional 6 MMT of crude for the expansion. 

Technical parameters 

Crude mix and yield pattern for the expansion project are assumed to be 
identical to that of the existing project. 

Sales realisation 

Refinery gate prices of products are assumed to be at import parity, i.e., the 
landed cost of product at the nearest port (Kandla, Gujarat) and rail freight 
thereafter till Panipat. 

Operating costs 

Base year weighted average crude cost for the refinery is estimated at Rs 
10,726/MT. 

As regards crude transportation, the original expansion plans envisaged 
augmenting the capacity of the Salaya-Chakshu-Panipat crude pipeline at a cost 
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of Rs 500 crores. However, IOC is now considering crude imports for the 
expansion project at Mundra, Gujarat; a new link from Mundra to Kandla; and 
conversion of KBPL (Kandla Bhatinda Pipeline) into a crude carrier. The cost 
towards use of jetty and associated facilities at Mundra is reported at Rs 
120/MT, while that for the new link from Mundra to Kandla is estimated as Rs 
59/MT. Operating costs for KBPL, as per indicative tariffs estimated by ETG, 
are likely to be of the order of Rs 150/MT. Accordingly, the costs for crude 
transportation for the expansion project are estimated at Rs 329/MT. 

Other operating costs for the project, covering salaries, repair and 
maintenance, chemicals and consumables, and administrative expenses, are 
assumed to be similar to that for the existing unit and estimated as Rs 174 crores 
per annum. 

Incentives/concessions 

Interviews with Haryana State Government officials revealed that the only 
financial benefit accorded to the expansion is a waiver on the Local Areas 
Development Tax (LADT). No benefits have been given to the project with 
respect to waiver/deferment of sales tax. 

Under Section 11 of Haryana Local Area Development Tax Act, 2000 the 
Government of Haryana has exempted the Panipat Refinery expansion of IOC, 
with effect from date of trial production, from the tax payable under said act in 
respect of entry of crude oil, feedstock, naphtha and other consumables like 
catalysts, chemicals, maintenance, spares into local area. 

Under the same Act, the Government also exempts Para-xylene Purified 
Terethalic Acid project of IOC with effect from date of trial production from the 
tax payable under the said Act in respect of entry of naptha and other 
consumables like catalysts, chemicals, maintenance, spares into local area. 

The tax is leviable at 4% of the landed cost of crude/consumables into local 
area. The existing project is not exempt from LADT. Based on crude priced 
prevailing over the period 2000/01, the incentive translates into an annual 
benefit of Rs 257 crores. 

Project evaluation 

One of the most important factors affecting the financial viability of the project 
is the mode of crude transportation. Original plans envisaged augmenting the 
capacity of the Salya-Chakshu-Panipat pipeline at a cost of Rs 500 crores. Now, 
IOC is reportedly considering conversion of the Kandla-Panipat section of the 
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KBPL into a crude carrier. The sensitivity of key financial parameters of the 
project to this issue is examined in Table 7- 


Table 7 Sensitivity of Panipat expansion project to crude transportation arrangements 


Parameter 

With KBPL conversion 

to crude carrier 

Without KBPL conversion 
to o’ude carrier 

Internal rate of return 

16.64% 

12.53% 

Net Present Value 

Rs 490crores 

- Rs 664 crores 

Payback period 

18.6 years 

25.5 years 


As is evident, the project viability is under threat if KBPL is not used as a crude 
carrier. It may be expected, thus, that IOC would try to convert KBPL into a 
crude carrier to make the project viable. 

Gross and net refining margins for the project, over a 17-year operating 
period are presented in Table 8. 


Table 8 Margins for Panipat expansion project ($/bl) 


Year 

Gross Refining 
Margin 

Net Refining 
Margin 

YearO 

4.40 

-1.76 

Yearl 

5.85 

1.98 

Year 2 

5.94 

3.30 

Years 

5.83 

2.09 

Year 4 

5.71 

2.60 

Years 

5.60 

3.00 

Years 

5.49 

3.31 

Year? 

5.37 

1.95 

Years 

5.25 

2.08 

Year 9 

5.13 

2.18 

Year 10 

5.01 

2.27 

Yearn 

4.88 

2.34 

Year 12 

4.76 

2.29 

Year 13 

4.63 

2.24 

Year 14 

4.50 

2.18 

Year 15 

4.37 

2.12 

Year 16 

4.23 

2.05 


Based on the above, the estimated cost of production for the expansion project 
at first year of full capacity utilisation after expiry of moratorium on loan is 
presented in Table 9. 
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Table 9 Estimated cost of production for expansion project (Rs/MT) 


Parameter 

Value 

Crude cost 

11382 

Operating costs 

674 

Depreciation 

542 

Financial charges 

607 

Inventory carrying costs 

251 

Total 

13455 


Comparative analysis of Bhatinda refinery against Panipat 
expansion project 

Project costs for the 6 MMTPA expansion at Panipat are lower than that of the 
grass-roots refinery at Bhatinda. A comparison of refinery gate costs of the two 
projects at first year of full capacity utilisation indicates that the expansion 
project has a marginal edge over the Bhatinda refinery of the order of 0.2% at 
the refinery gate. 


Table 10 Comparison of refinery gate costs (Rs/MT) 


Parameter 

Bhatinda 

refinery 

Panipat 

expanion 

Crude cost 

10527 

11382 

Operating costs 

680 

674 

Depreciation 

833 

542 

Rnancial charges 

1212 

607 

inventory canying costs 

234 

251 

Total 

13486 

13455 


However, as against the Panipat expansion project, the Bhatinda refinery has 
the benefit of deferred sales tax payment. The net benefit of this incentive is 
estimated to be Rs 780/MT. With this benefit, the scenario changes altogether. 
Panipafs refinery gate costs are now higher than those of Bhatinda by 5-996- 

Table 4.2 Comparison of refinery gate costs with sales tax benefits factored (Rs/MT) 


Bhatinda 

Panipat 

refinery 

expanion 

12706 

13455 


Ofcourse, the competitiveness of the refineries would vary in individual markets 
depending upon fireight economics from the two refineries. 
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Recommendations 

The analysis reveals that benefits from the State Government have a crucial role 
in competitiveness of the Bhatinda refinery against the Panipat expansion 
project. lOCs project, on the other hand, is critically dependent upon 
conversion of KBPL into a crude carrier. Overall, with the benefits factored, the 
Bhatinda refinery has an edge over the expansion project at Panipat. In order to 
further improve its competitiveness, HPCL could explore the following. 

Provisions of sales tax deferment 

Notably, the sales tax deferment has a pronoimced impact on the economics of 
the project. Accordingly, HPCL must explore aU possible avenues for 
maximising the benefit from this provision. 

While availing the 15 years sales tax deferment, HPCL should attempt to seek 
the applicability of the same from the date of commercial production only. 
Further HPC could also explore the possibility of a moratorium, say 5 years, to 
initiate the half yearly instalments to payback the deferred liability. Given the 
time value of money, deferred repayment would further enhance project 
profitability. 

Equity for deferred liability 

The deferred sales tax payment is essentially an interest free loan from the State 
Government to the project. HPCL could, thus, explore the possibility of asking 
the State Government to consider the deferred liability as a convertible loan 
from the State Government to HPCL. Under the arrangement, HPCL could 
request the State Gk)vernment to infuse the accumulated sales tax as equity 
participation in the project at the end of the 15-year deferral. This would ensure 
active participation of the State Government in the project at one hand and at 
the other strengthen the equity base of the project to raise fresh debt in the 
future. 

Use of KBPL as a common carrier crude pipeline 

The crude pipeline from Mundra to Bhatinda at a cost of Rs 2,353 crores, 
accounts for over 20% of the project costs. Since, IOC plans to convert KBPL 
into a crude carrier, HPC should try to use the same on a common carrier basis 
to transport crude for its refinery. 

It may be noted that the KBPL was put up by IOC under the APM regime and 
hence IOC would have already received adequate consumption for the same 
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from the oil pool. Moreover, in its current form as a product carrier, it is still 
used as a common carrier for the entire industry. 

Accordingly, HPCL should try to persuade the State Government to take up 
the issue of‘common carrier’ status for KBPL with the Union Government. 

Infrastructure development costs 

HPCL could also explore the possibility of asking the Punjab Government to 
bear the infrastructure development costs for the project in total instead of 
sharing the same to the extent of 50% only. Any relief towards fixed costs of the 
project, would reduce the cost of production and make the refinery competitive 
to IOC’s expansion project. 

Fast track clearances 

Though not directly related to the refining project, HPCL could try to get 
assurances from the Punjab Government for fast track clearances for setting up 
new retail outlets in the state. A well established marketing infrastructure would 
help enhance overall bottomlines for the company. 
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Profitability dimensions in the 
refining industry 


Introduction 

At the most basic level, a project’s profitability is determined simply by its 
operating parameters, i.e., direct costs attributable to that project and its 
associated revenue streams. However, with complex project structures 
involving many stakeholders - equity shareholders, financiers, governments, 
etc., several dimensions are added to a project’s profitability. Additional factors 
that come into play include investment issues such as phasing of capital 
expenditure, depreciation, salvage value of equipment, sale of assets, etc. 
Additionally, there is a whole range of financial issues that critically affect 
profitability such as capital structure, cost of capital, tax provisions, fiscal 
incentives from Central and State governments, etc. 

Given the nature of the refining industry wherein the investment stakes are 
of the order of thousands of crores, these added dimensions become even more 
prominent and crucial for profitability. Accordingly, an attempt has been made 
to analyse the various dimensions to profitability of refineries in the Indian 
context. 

The task requires classification of basic project parameters into fixed and 
variable categories. There are a number of parameters that are essentially fixed 
for a project and, thus, have to be treated as given, viz., capital costs, capital 
structure, operating expenses, etc. Next, there are exogenous factors, essentially 
derived from the prevailing policy framework, that do affect profitability, but 
again these factors are to be treated as given constants for a project, such as, 
rates of custom duties, corporate tax rate, etc. There remains, however, a third 
category of parameters that allow for strategic intervention on part of promoters 
to affect the profitability of a refining project. These primarily constitute 
discretionary concessions (sales tax, entry tax, etc.) and incentives (sharing of 
development costs, concessional pricing on utilities, etc.) that the promoters 
could extract from respective State governments. 

An important point to note is the additive nature of these parameters. 
Duties and taxes are ad valorem in nature. For instance, in the product price 
build-up, sales tax applicable at the point of sale includes incidence of excise, 
freight, and custom duties. A change in any one of these parameters affects all 
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the others in the chain and ultimate effect on the final variable, i.e., the sales tax 
payable is quite magnified. 

The following sections, accordingly, provide a brief review of the 
implications of such parameters on profitability of refineries. 

Crude and product spreads 

Refining margins are essentially embedded in the crude and product price 
differentials prevailing in international oil markets. Of late there has been 
substantial volatility in international oil prices. Since 1999, oil prices have 
witnessed a roller coaster ride from a low of $ 9/bl to over $ 35/bl. International 
oil prices today are dictated more by cartel actions of the OPEC (Organisation of 
Petroleum Exporting Countries) than by market dynamics. To make matters 
worse for refineries, crude and product prices rarely move in tandem (See 
Figure 1). 

Figure 1 Price volatility and spreads 


40 



As is evident, from the above, in today’s environment, with wide fluctuations in 
crude and product spreack, refining profits are under considerable stress. 

Under such a scenario, a refinery’s crude mix is crucial for profitability. 
While little can be done regarding international product prices, a refinery can 
reduce its raw material costs with appropriate diversification in crude sourcing. 
For instance. Reliance s 27 MMTPA refinery at Jamnagar can process a wide 
variety of crudes ranging from light to heavy and sweet to sour. The API degree 
of crude mix for the refinery ranges from 18 to 45, with sulphur content up to 
4.5%. Such a configuration gives the refinery substantial flexibility to optimise 
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on its crude costs. RPL has reportedly entered into a long-term agreement to 
procure Venezuela’s Mesa crude by negotiating hard on prices to offset freight 
diseconomies. 

Tariff protection 

Tariff protection enhances basic crude and product spreads. With differential 
tariffs applicable on crude and petroleum products, the domestic refining 
industry receives some degree of protection against imports. In 1996, the Union 
Government appointed the Expert Technical Group (ETG) to review the then 
prevailing pricing system and examine the sectoral impacts of different levels of 
duty in case of dismantling of the Administered Pricing Mechanism (APM). On 
the basis of the recommendations of the ETG, the Government announced the 
phased dismantling of the APM in 1997. The ETG had recommended a 
protection level of 10-15% for the oil industry, with the duty on crude oil ranging 
from 0-5% while that on products at 15%. 

The APM has been dismantled with effect from April 2002. Prevailing 
tariffs is of the order of 10% for transportation fuels (See Table 1.1). 

Table 1.1 Prevailing custom duties on crude and petroleum products (%) 


Customs Duty 

ETG 

Recommendations 

Actual 

Crude 

0 

10 

LPG 

10 

10 

MS 

15 

20 

Naphtha 

5 

10 

ATF 

15 

20 

PDS Kerosene 

0 

10 

HSD 

15 

20 

FO/LSHS 

10 

20 


The actual protection level that a refinery might avail, however, can be 
different depending upon refinery’s mix of domestic sales and exports. The 
Indian EXIM policy allows for duty free imports of crude oil against export of 
refined products under ‘Advance Licenses*. Under the scheme, for instance, for 
every tonne of export of MS/Naphtha, 1.28 tonnes of crude can be imported free 
of customs duty. The same figure goes up to 1.55 tonnes of duty free imports of 
crude for every tonne of LPG export, while only 1.07 tonne of duty free crude is 
allowed against exports of HSD/SKO/LDO. 

Coastal refineries are the major beneficiaries of this scheme as exports from 
hinterland refineries are difficult. Considering again the case for RPL at 
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Jamnagar, the average crude cost for the refinery for the year 2000/01 is 
estimated at Rs 9,640/MT. Net of landing charges, say Rs 50/MT, the average 
custom duty on crude paid by the refinery would be of the order of Rs 1,251/MT 
(15% basic customs duty on crude in 2000/01). During the same year, RPL 
exported a total of 6.8 MMT, wherein diesel exports stood at 1,597 TMT and MS 
exports were 1,444 TMT. Against these two products alone, RPL would have 
been entitled to import 3,557 TMT of crude oil free of duty under the advanced 
licensing scheme. The, net benefit accruing to the refinery from MS and HSD 
exports alone, is thus, of the order of Rs 445 crores (3,557 TMT x Rs 1,251/MT). 

Entry tax 

With custom collections accruing to the Union Government, a number of states 
have imposed entiy tax on goods brought into local area to shore up their 
revenues. The tax is applicable on goods brought into local area from any place 
outside the state for consumption, use or sale therein. When applicable on raw 
materials, entry tax is generally offset against sales tax payable on goods 
produced with the raw materials so as to avoid double taxation. States which 
have levied entry tax on crude include the likes of Bihar (2%), Uttar Pradesh 
(3%), Haryana (4%), etc. 

Entry tax distorts the basic protection level offered to refineries and, thus, 
has a significant impact on refining economics. Oil companies considering new 
projects are thus often at loggerheads with State departments for a waiver on 
entry tax. A case in point has been the negotiations of IOC with the Government 
of Haryana on waiver of entry tax for the expansion of Panipat refinery. Based 
on the refinery’s current crude mix and global oil prices prevalent over the year 
2000/01, the imposition of the Haryana Government’s Local Area Development 
Tax at 4% on the landed price of crude at the refinery gate translated into an 
annual outgo of Rs 257 crores for IOC. Considered on a throughput of 6 
MMPTA, the impact is as high as Rs 429/Mt or $ L2/bl. 

Sales tax 

Sales tax issues have several implications for the oil sector, affecting 
transportation logistics at one end to investment decisions at the other. 

Inter-state movement 

The wide variations in sales tax on petroleum products levied by State 
Governments affects distribution logistics for oil companies. With sales tax on 
petroleum products as high as 20% in some states, bulk consumers in such 


TERI Report No. 20020G61 



Profitability dimensions in the refining industry 



states prefer inter-state procurement which attracts the central sales tax leviable 
at 4% only. However, with the Central Bureau of Investigation unearthing a 
scam in bogus certification and concessional sales to non-existent consumers, a 
ban on inter-state movement of bulk petroleum products had been introduced. 
This ban was subsequently lifted with directions to oil companies to ensure 
inter-state sales to only those customers who physically exist and to verify the 
certificates granted by the seJes tax authorities once a year. 

The differential sales tax rates is also a cause for concern for refineries who 
lose market volumes to imports. Given the high sales tax rates, bulk consumers 
prefer to procure their requirements via direct imports for captive consumption. 
Loss of such volumes adversely affects refinery realisations and margins. 

Investment decisions 

Till recently one of the tools used by State governments to attract investment has 
been concessionary terms on sales tax payments. Refining projects, too, have 
been granted provisions for deferred sales tax payments/ exemptions by some 
states. However, the Empowered Committee of State Finance Ministers on Sales 
Tax Reforms took a decision in the year 2000 to discontinue such benefits to 
new projects. Projects which have already been given such benefits, would of 
course, continue to enjoy the same. 

Deferred sales tax provisions have a substantial impact on project 
economics. Consider for instance, the case of RPL. RPL enjoys a provision for 
deferred sales tax from the Gujarat State Government. RPL’s sales tax liability 
for the year 2000/01 as reported in its annual report works out to be Rs 960 
crores. The company had set aside Rs 100 crores to defease this liability, and in 
the process realised a net benefit of Rs 860 crores. Spread over a throughput of 
25,123 TMT during the year 2000/01, the net benefit accruing to the company is 
as much as Rs 342/MT or $ 0.97/bl. 

Likewise, the Karnataka Government gave MRPL’s expansion project sales 
tax concessions up to Rs 250 crores per annum for a period of 14 years. The 
concession, however, is much smaller in comparison to that enjoyed by RPL. 
Considering a discount rate of 15%, the net benefit over the 14 year horizon is 
estimated to be Rs 1,152 crores. The corresponding benefit on a unit basis is only 
Rs 22/MT. 

Fiscal treatment of benefit 

An important point of consideration is with regards to the fiscal treatment of 
deferred sales tax benefits. Under the deferment provision, sales tax, though 
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collected from consumers, is not passed on to the State Government. There 
emerges a possibility that the same, thus, might be treated as accrued income to 
the refinery. Under such a scenario, the benefit becomes part of the taxable 
income for the refinery. The impact of this on project economics is further 
examined under the analysis for Bhatinda refinery. 

The above-analysis essentially provides a brief summary on exogenous 
factors affecting refinery economics. These coupled with project specifics on 
investments; operating costs; and financial structure determine the financial 
worth a project. Specific analysis with regards to these aspects for the grassroots 
Bhatinda refinery and expansion of Panipat refinery is taken up in the 
subsequent chapters. 


TER I Report No. 20020G61 



Financial analysis of Bhatinda refinery 


2 


Financial analysis of the 9 MMTPA Bhatinda refinery involves generating the 
profit and loss account of the project over a 20 year horizon and the assessment 
of cash flows from the same. Key project parameters that need to ascertained to 
generate the profit & loss account are: 

■ Sales realisation 

■ Operating costs 

■ Financial costs: Interest on term loans and working capital 

■ Depreciation 

■ Corporate tax 

» 

Sales realisation 

Refinery gate prices of products are assumed to be at import parity, i.e., the 
landed cost of product at the nearest port (Kandla, Gujarat) and rail freight 
thereafter till Bhatinda. Key assumptions in the import parity price calculations 
are: 

■ Landed price derived from the average Fob Middle East product prices 
over the year 2000/01 

■ Exchange rate of Rs 48 per US dollar for the base year with 2 % 
devaluation in exchange rate thereafter 

■ Prevailing custom duties on products 

Indicative import parity prices for the base year at Bhatinda are presented in 
Table 2.1 (See Annexure 4 for detailed calculations). 


Table 2.1 Indicative base year refinery gate product prices: Bhatinda (Rs/MT) 


Product 

Import Parity 
Price 

LPG 

21141 

MS 

18309 

ATF 

17381 

SKO 

15282 

HSD 

15455 

Sulphur 

3059 
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Based on the above, aggregate sales realisation for the refinery at first year of full 
capacity utilisation is estimated at Rs 13,285 crores. 

Operating costs 

Crude costs make up the bulk of the operating costs for the refinery. The refinery 
is designed to process Arab Medium crude. Again, based on the average Fob 
price Arab Medium crude at $25.65/bl during 2000/01, the landed price of 
crude at Mundra, Gujarat is estimated at Rs 9,920/MT (See Annexure 5). 

Cost of inland transportation via pipeline is already built into the total 
project cost. Other operating costs for the refineiy, as furnished by GGSRL, 
aggregate Rs 514 crores per annum. The analysis assumes cost escalation at 
p.a. to cover inflationaiy pressures. 

Capacity utilisation is assumed to 50% in first year of operation; 90% in 
second year; and 100% thereafter. 

Financial costs 

Key assumptions towards estimates of financial costs for term loans are: 

■ A debt-equity ratio of 1.5:1 

■ Loan tenure of 8 years, with a moratorium of 3 years 

■ Interest rate for term-loan: 14% p.a. 

Assessment of working capital is based on the following norms: 

■ Crude inventory of 10 days 

■ Operating costs for one month 

■ Work in process inventory of 7 days 

■ Finished product inventory of 30 days 

Interest rate for working capital loan is considered at 16% p.a. 

Depreciation 

Fixed assets have been depreciated by the written down value method. 
Depreciation rates considered are 25% for plant & machinery and know-how 
fee/royalty and 10% for building and civil works. Salvage value of the assets is 
taken as the book value at the end of the 15 year period plus working capital. 


® Increase in WPI (Wholesale Price index) over past three years averaged 5.5% 
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Corporate tax 

No tax holidays have been considered for the project. The tax payable was also 
compared with book profits to check for applicability of Minimum Alternate Tax 
(MAT“). Since, the tax payable turns out to be higher than 7.5% of the book 
profits, MAT has not been considered for the project. 

Incentives/concessions 

Financial implications of incentives extended by the State government are 
factored as detailed below: 

Sales tax deferment 

Deferment of sales tax to the extent of300% of fixed capital investment to be 
availed in 15 years with a provision for repayment of deferred amount in 30 
semi-annual instalments. 

Fixed capital investment for the project aggregates Rs 7,958* crores. 
Accordingly, maximum benefit the project can avail is capped at Rs 23,873 
crores (300% of FCI). With the cap the benefit is exhausted in the 14^ year of 
operation (See Annexure 7). 

The corresponding half yearly instalment to be initiated at the end of 15 
years is Rs 796 crores ( Rs 796 crores x 30 = Rs 23,873 crores). 

Given the 60:40 debt-equity mix, the weighted average cost of capital for the 
project is estimated at 14.8%, assuming a 16% rate of return on equity. The 
present value of an annuity of 796 crores, initiated 15 years from zero date, with 
30 half yearly instalments discounted at 14.8% is Rs 1,374 crores only. 

As against this, the present value of sales taix benefit, i.e., sales tax charged to 
consumer but not surrendered to the State government is Rs 10,783 crores. The 
net benefit from sales tax deferment is, thus, Rs 9,408 crores (Rs 10,783 crores 
- Rs 1,374 crores). On a unit basis the incidence of sales tax deferment is Rs 
780/MT or $ 2.28/bl. 

Sharing of infrastructure development expenses 

The State government has agreed to share infirastructure development cost to 
the extent of Rs 180 crores for, 

■ Access road to refinery site from National Highway-10 - As per data 
furnished by GGSRL, the actual road development costs accrued were 


^ Levied at 7.5%, plus 5% surcharge on book profits 
"Total project cost less capital investment towards pipeline 
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Rs 25 crores. Correspondingly, 50% of the cost (Rs 12.5 crores) is 
assumed to be borne by the State government. 

■ Augmentation of raw water canal ~ As per discussions with GGSRL 
officials, the 50% cost of augmenting raw water canal to be originally 
borne by State government (Rs 7.6 crores) is now being borne completely 
by GGSRL 

■ School & hospital in township - As per discussions with GGSRL, sharing 
of costs to the extent of 50% by State government have already been 
factored in project costs furnished by GGSRL 

Other incentives 

Other incentives, the implications of which have already been factored into the 
operating costs/pre-operative expenses of the refinery are: 

■ Supply of free water during construction period 

■ Exemption of electricity duty on generation of power for own 
consumption in the refinery for 15 years 


Sensitivity 

The sensitivity of key financial parameters of the project to incentives extended 
by the State government is indicated below in Table 2.2. (See Annexures 8 and 
9) 


Table 2.2 Sensitivity to concessions 


Parameter 

WiOi concessions/ 
incentives 

Without concessions/ 
incentives 

Internal rate of return 

18,93% 

10.02% 

Net Present Value 

Rs4277 crores 

- Rs 4,546 crores 

Payback period 

9.7 years 

17.3 years 


As is evident, the project becomes unviable in the absence of the concessions 
extended to it. The most significant aspect of the concession scheme is the 
deferral on sales tax. The estimated benefit on a unit basis is estimated as Rs 
780/MT or $ 2.28/bl. 

Gross and net refining margins for the 15-year operating period are 
presented in Table 2.3. 
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Table 2.3 Refining margins: With incentives ($/bl) 


Year 

Gross Refining 
Margin 

Net Refining 
Margin 

YearO 

9.34 

-2.96 

Yearl 

10.65 

3.16 

Year 2 

10.67 

4.16 

Years 

10.49 

2.51 

Year 4 

10.32 

3.07 

Years 

10.14 

3.52 

Years 

9.96 

3.88 

Year? 

9.77 

4.19 

Years 

9.58 

4.44 

Year 9 

9.39 

4.65 

Year 10 

9.19 

4.83 

Year 11 

9.00 

4.98 

Year 12 

8.80 

4.90 

Year 13 

8.59 

4.80 

Year 14 

8.38 

4.70 


Notes: 

Gross Refining Margin = Sales - Crude costs -Operating costs 

Net Refining Margin •* Gross Refining Margin - Depreciation - Interest-Taxes 


Variations in sales tax benefit 

As is evident, the project is extremely sensitive to the deferred sales tax benefit 
incentive extended to it by the State Government. In order to analyse the 
sensitivity, two scenarios were constructed: one wherein the incentive period is 
slashed down to 10 years and the other with one-third reduction in sales tax 
rates in the state (See Annexures 10 and 11). The impact of these on project 
financials is presented in Table 2,4. 


Table 2.4 Project financials with variations in sales tax benefit incentive 


Parameter 

10-year incentive 

33% reduction in 


period 

sales tax 

Internal rate of return 

16.87% 

16.62% 

Net Present Value 

Rs 1,908 cro res 

Rs 1,855 crores 

Payback period 

11.01 years 

11.05 years 


Fiscal treatment of sales tax benefit 

In the event that the sales tax retained is treated as accrued income for the 
project, the tax payable is higher and the project IRR drops. 


Table 2.5 Impact of fiscal treatment of sales tax benefit 


Parameter 

Without tax on 

sales tax retained 

With tax on 

safes tax retained 

Internal rate of return 

18.93% 

15.44% 

Net Present Value 

Rs4277 crores 

Rs 609 crores 

Payback period 

9.7 years 

11.9 years 
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Cost of production 

In a competitive environment, a refinery would emerge as a dominant player 
only if it has an edge over its competitors in terms of cost of production. The 
estimated cost of production for the Bhatinda refinery at first year of full 
capacity utilisation after expiry of the moratorium on the loan is presented in 
Table 2.6. 


Table 2.6 Estimated cost of production for Bhatinda refinery (Rs/MT) 


Parameter 

Value 

Crude cost 

10527 

Operating costs 

680 

Depreciation 

833 

Financial charges* 

1212 

Inventory carrying costs 

234 

Total 

13486 


* Excludes deferred sales tax benefit 
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Introduction 

The analysis for the Bhatinda refinery is primarily based on project details 
furnished by GGSRL. Inputs for the financial analysis for IOC’s panipat refinery 
expansion project have been collated from IOC officials; Government of 
Haryana; and information in the public domain. A brief description of data 
collected and key assumptions made for the analysis are presented below. 

Project costs 

The original project cost for the 6 MMTPA expansion of the Panipat refinery was 
pegged at Rs 3,365 crores. However, with fuel quedity upgradation costs, the 
revised project cost is now Rs 4,165 crores. This includes Rs 500 crores towards 
expansion of the Salaya-Chaksu-Panipat section of the Salaya-Mathura pipeline 
to handle an additional 6 MMT of crude for the expansion. 

The expansion project is to be executed over a period of 36 months. Phasing 
of capital investment assumed for the project is indicated in Table 3.1. 


Table 3.1 Phasing of investment (Rs Crores) 


Year 

Share 

Amount 

-3 

10% 

367 

-2 

20% 

733 

-1 

30% 

1100 

0 

40% 

1466 


In addition to the above, the following additional expenses have been assumed, 

> Margin money: 25% of current assets - Rs 117 crores 

> Interest during construction: As per investment schedule indicated in 
Table 3.1 - Rs 550 crores 

Total project cost is, thus, estimated at Rs 4,833 crores. 
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Yield pattern 

The yield pattern of the expansion project has been assumed to be identical to 
the existing 6 MMTPA unit (Table 3.2) 


Table 3.2 Yield pattern considered for the expansion (TMT) 


Product 

Yield 

Output 

LPG 

2.8% 

165 

Naphtha 

4.8% 

288 

MS 

11.7% 

700 

ATF 

1.8% 

109 

SKO 

9.9% 

592 

HSD 

45.2%' 

2713 

LSHS 

8.6% 

513 

Bitumen 

6.1% 

367 

Fuel & Loss 

9.0% 

542 

Total 


6000 


Operating costs 

Annual operating costs (excluding depreciation) for the expansion are assumed 
to be similar to that for the existing unit at Panipat. The total incidence of 
operating costs factored in the analysis is Rs 174 crores for the base year. These 
have been escalated by 6% p.a. over the project life to account for inflationary 
pressures. 

Financial analysis 

Akin to the analysis undertaken for the Bhatinda refinery, key project 

parameters analysed to generate the profit & loss account and project cash flows 
are: 

■ Sales realisation 

■ Operating costs 

■ Financial costs: Interest on term loans and working capital 

■ Depreciation 

■ Corporate tax 

Sales realisation 

Refinery gate prices of products are assumed to be at import parity, i.e., the 
landed cost of product at the nearest port (Kandla, Gujarat) and rail freight 
thereafter till Panipat. Key assumptions in the price calculations are: 


T E RI Report No. 20020G61 



Financial analysis of Panipat refinery 



■ Landed price derived from the average Fob Middle East product prices 
over the year 2000/01 

■ Exchange rate of Rs 48 per US dollar in base year with 2% devaluation in 
exchange rate thereafter 

■ Prevailing custom duties on products 

Indicative import parity prices at Panipat are presented in Table 3.3. (See 
Annexure 12) 


Table 3.3 Indicative base year refinery gate product prices: Panipat (Rs/MT) 


Product 

Import Parity 
Price 

LPG 

20992 

MS 

18106 

Naphtha 

15374 

ATF 

17213 

SKO 

15180 

HSD 

15287 

LSHS 

10508 

Bitumen 

7562 


Based on the above, aggregate sales realisation for the expansion project at full 
capacity utilisation is estimated at Rs 8,392 crores. 

Operating costs 


Crude oil 

The crude mix considered for the expansion is similar to the refinery’s current 
crude mix (See Table 3.4). 


Table 3.4 Crude mix considered for the expansion (TMT) 


Crude 

Throughput 

HIGH SULPHUR 


Kuwait 

3000 

Suez Mix 

300 

Es Sider 

100 

Sub-Total 

3400 

LOW SULPHUR 


Escravos 

1350 

Forcados 

1250 

Sub-Total 

2600 

Total 

6000 
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As per the average Fob prices for the above mentioned grades during the 
year 2000/01, the weighted average landed price of crude at Salaya, Gujarat is 
estimated at Rs 10,726/MT (See Annexure 13). 

Crude transportation 

As regards crude transportation, the original expansion plans envisaged 
augmenting the capacity of the Salaya-Chakshu-Panipat crude pipeline at a cost 
of Rs 500 crores. Prevailing costs towards crude transportation as estimated by 
the Expert Technical Group are Rs 433/MT. These would be even higher for the 
expansion project with the additional investment. Total project costs, under this 
arrangement, are higher at Rs 4,908 crores (inclusive of margin money and 
interest during construction). 

However, as mentioned in the preceding chapter, IOC is now considering 
conversion of KBPL into a crude carrier for the expansion project. The cost 
towards use of jetty and associated facilities at Mundra is reported at Rs 
120/MT, while that for the new link from Mundra to Kandla is estimated as Rs 
59/MT. Operating costs for KBPL, as per indicative tariffs estimated by ETG, 
are likely to be of the order of Rs 150/MT. Accordingly, the costs for crude 
transportation for the expansion project are estimated at Rs 329/MT. 

Other operating costs 

Other operating costs for the project, covering salaries, repair and maintenance, 
chemicals and consumables, and administrative expenses, are assumed to be 
similar to that for the existing unit and estimated as Rs 174 crores per annum. 

It may be noted that capacity utilisation is assumed to be 50% in first year of 
operation; 90% in second year; and 100% thereafter. 

Financial costs 

Key assumptions towards estimates of financial costs for term loans are: 

■ A debt-equity ratio of 1.5:i 

■ Loan tenure of 8 years, with a moratorium of 3 years 

■ Interest rate for term-loan: 14% p.a. 

Assessment of working capital is based on the following norms: 

Crude inventory of 15 days (as for the existing unit at Panipat) 

■ Operating costs for one month 

■ Finished product inventory of 30 days 
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Interest rate for working capital loan is considered at 16% p.a. 

Depreciation 

Fixed assets have been depreciated by the written down value (WDV) method. 

In the absence of detailed information on break up of project costs, 70% of the 
total project cost is assumed to be representative of plant & machinery which is 
depreciated at 25% on WDV basis. Salvage value of the assets is taken as the 
book value at the end of the 15 year period plus working capital. 

Corporate tax 

A 7-year tax holiday has been considered for the project. 

Incentives/concessions 

Interviews with Haryana State Government officials revealed that the only 
financial benefit accorded to the expansion is a waiver on the Local Areas 
Development Tax (LADT). No benefits have been given to the project with 
respect to waiver/deferment of sales tax. 

Exemption of Local Area Development Tax 

Under Section 11 of Haryana Local Area Development Tax Act, 2000 the 
Government of Haryana has exempted the Panipat Refinery expansion of IOC, 
with effect from date of trial production, from the tax payable under said act in 
respect of entry of crude oil, feedstock, naphtha and other consumables like 
catalysts, chemicals, maintenance, spares into local area. 

Under the same Act, the Government also exempts Para-xylene Purified 
Terethalic Acid project of IOC with effect from date of trial production from the 
tax payable under the said Act in respect of entry of naptha and other 
consumables like catalysts, chemicals, maintenance, spares into local area. 

The tax is leviable at 4% of the landed cost of crude/consumables into local 
area. The existing project is not exempt from LADT. Based on crude priced 
prevailing over the period 2000/01, the incentive translates into an annual 
benefit of Rs 257 crores. 

Infrastructure development 

Officials in the Department of Industries, Government of Haryana, categorically 
stated that no financial incentives had been given to the refinery. Acquisition of 
land; provision of utilities; etc had all been undertaken for the project at 
prevailing market prices. The Government of Haryana had, however, formed a 
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high powered co-ordination committee to ensure expeditious provision of all 
statutory clearances for the project to ensure timely implementation. 


Sensitivity 

One of the most important factors affecting the financial viability of the project 
is the mode of crude transportation. Original plans envisaged augmenting the 
capacity of the Salya-Chakshu-Panipat pipeline at a cost of Rs 500 crores. Now, 
IOC is reportedly considering conversion of the Kandla-Panipat section of the 
KBPL into a crude carrier. The sensitivity of key financial parameters of the 
project to this issue is examined in Table 3.5. (See Annexures 15 and 16) 


Table 3.5 Sensitivity of expansion project to crude transportation arrangements 


Parameter 

With KBPL conversion 
to cnide carrier 

Without KBPL conversion 

to crude carrier 

Intemai rate of return 

16.64% 

12.53% 

Net Present Value 

Rs490 crores 

- Rs 664 crores 

Payback period 

18.6 years 

25.5 years 


As is evident, the project viability is under threat if KBPL is not used as a crude 
carrier. It maybe expected, thus, that IOC would try to convert KBPL into a 
crude carrier to make the project viable. 

Gross and net refining margins for the project, assuming KBPL conversion, 
over a ly-year operating period are presented in Table 3.6. 


Table 3.6 Refining margins ($/bl) 


Year 

Gross Refining Net Rehning Margin 
Margin 

YearO 

4.40 

-1.76 

Yearl 

5.85 

1.98 

Year 2 

5.94 

3.30 

Years 

5.83 

2.09 

Year 4 

5.71 

2.60 

Years 

5.60 

3.00 

Year 6 

5.49 

3.31 

Year? 

5.37 

1.95 

Years 

5.25 

2.08 

Year 9 

5.13 

2.18 

Year 10 

5.01 

2.27 

Year 11 

4.88 

2.34 

Year 12 

4.76 

2.29 

Year 13 

4.63 

2.24 

Year 14 

4.50 

2.18 

Year 15 

4.37 

2.12 

Year 16 

4.23 

2.05 


Notes: 

Gross Refining Margin - Sales - Crude costs -Operating costs 

Net Refining Margin ■ Gross Refining Margin - Depreciation - Interest - Taxes 
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Cost of production 

The estimated cost of production for the expansion project at first year of full 
capacity utilisation after expiry of moratorium on loan is presented in Table 3.7. 


Table 3.7 Estimated cost of production for expansion project (Rs/MT) 

Parameter 

Value 

Crude cost 

11382 

Operating costs 

674 

Depreciation 

542 

Financial charges 

607 

Inventory carrying costs 

251 

Total 

13455 
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In a market driven scenario, cost competitiveness is crucial. Given the vicinity of 
Panipat and Bhatinda, the Panipat refinery emerges as the key competitor to the 
proposed Bhatinda refinery. Project costs for the 6 MMTPA expansion at 
Panipat are substantially lower than that of the grass-roots refinery at Bhatinda. 
A comparison of the cost of production from the two projects at first year of full 
capacity utilisation indicates that the expansion project has a marginal edge over 
the Bhatinda refinery of the order of 0.2% in terms of refinery gate costs. 


Table 4.1 Comparison of cost of production (Rs/MT) 


Parameter 

Bhatinda 

refinery 

Panipat 

expanion 

Crude cost 

10527 

11382 

Operating costs 

680 

674 

Depreciation 

833 

542 

Financiai charges 

1212 

607 

Inventory carrying costs 

234 

251 

Total 

13486 

13455 


However, as against the Panipat expansion project, the Bhatinda refinery has 
the benefit of deferred sales tax payment. The net benefit of this incentive is 
estimated to be Rs 780/MT. With this benefit, the scenario changes altogether. 
Panipafs refinery gate costs are now higher than those of Bhatinda by 5.9%. 


Table 4.2 Comparison of cost of production with sales tax benefits factored (Rs/MT) 


Bhatinda 

Panipat 

refinery 

expanion 

12706 

13455 


Ofcourse, the competitiveness of the refineries would vary in individual markets 
depending upon freight economics from the two refineries. 

^commendations 

The analysis reveals that without the incentives from the State Government, the 
refinery gate costs at Bhatinda are marginally higher than those at Panipat. The 
incentives have a substantial impact on project viability. With the incentives 
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from the State Government, HPC’s grass-roots refinery at Bhatinda has an edge 
over the expansion project at Panipat. In order to be further competitive, HPCL 
could additionally explore the following. 

Provisions of sales tax deferment 

Notably, the sales tax deferment has a pronounced impact on the economics of 
the project. Accordingly, HPCL must explore all possible avenues for 
maximising the benefit fi'om this provision. 

While availing the 15 years sales tax deferment, HPCL should attempt to seek 
the applicability of the same from the date of commercial production only. 
Further HPC could also explore the possibility of a moratorium, say 5 years, to 
initiate the half yearly instalments to payback the deferred liability. Given the 
time value of money, deferred repayment would further enhance project 
profitability. 

Equity for deferred liability 

The deferred sales tax payment is essentially an interest free loan from the State 
Government to the project. HPCL could, thus, explore the possibility of asking 
the State Government to consider the deferred liability as a convertible loan 
firom the State Government to HPCL. Under the arrangement, HPCL could 
request the State Government to infuse the accumulated sales tax as equity 
participation in the project at the end of the 15-year deferral. This would ensure 
active participation of the State Government in the project at one hand and at 

the other strengthen the equity base of the project to raise fresh debt in the 
future. 

Use of KBPL as a common carrier crude pipeline 

The crude pipeline from Mundra to Bhatinda at a cost of Rs 2,353 crores, 
accounts for over 20% of the project costs. Since, IOC plans to convert KBPL 
into a crude carrier, HPC should try to use the same on a common carrier basis 
to transport crude for its refinery. 

It may be noted that the KBPL was put up by IOC under the APM regime and 
hence IOC would have already received adequate consumption for the same 
from the oil pool. Moreover, in its current form as a product carrier, it is still 
used as a common carrier for the entire industry. 

Accordingly, HPCL should try to persuade the State Government to take up 
the issue of‘common carrier’ status for KBPL with the Union Government. 
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Infrastructure development costs 

HPCL could also explore the possibility of asking the Punjab Government to 
bear the infrastructure development costs for the project in total instead of 
sharing the same to the extent of 50% only. Any relief towards fixed costs of the 
project, would reduce the cost of production and make the refinery competitive 
to IOC’s expansion project. 

Fast track clearances 

Though not directly related to the refining project, HPCL could try to get 
assurances from the Punjab Government for fast track clearances for setting up 
new retail outlets in the state. A well established marketing infrastructure would 
help enhance overall bottomlines for the company. 
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: Project cost break-up for Bhatinda refinery 









Annexure 2: Phasing of Investment for Bhatinda refinery 






: Yield pattern of Bhatinda refinery (TMT) 
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Annexure 12: Indicative import parity price at Panipat 
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Annexure 13: Estimated crude costs for Panipat expansion project 



















































Annexure 13: Estimated crude costs for Panipat expansion 














Annexure 16 Cash Flow for Panipat expanison project without conversion of KBPL to crude carrier 










































UAkYANA GOVT, GAZ. (EXTRA.), 'APRIL 10, 2002 
(CHTR. 20, 1924 SAKA) 
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[Authorised English Translation] 


HARYANA GOVERNMENT 
EXCISE AND TAXATION DEPARTMENT 
Notification 

The 10th April: 2002 

Np, S.0.36yH^. 13/2000/S. 11/2002.—^In exercise of the powers conferred 
by sub-section (1) of section 11 of the Haryana Local Area Development Tax Act, 
2000 (Act 13 of 2(K)0), and all other powers enabling him in this behalf, the 
Govenior of Harymia being of the opinion that it is necessary in public interest so 
to do, hereby exempts Panipat Refinery Exptmsion Project of Indian Oil 
Corporation Limited with effect from the date of trial production from the tax 
payable under the said Act in respect of entry of crude oil, feed stock, Naptha 
feed stock and other consumables like catalyst, chemicals and maintenance spares, 
into local area. 

A.N. MATHUR, 

Financial Commissioner and Principal Secretary to 
Government Haryana, Excise and 
Taxation Department. 



HARYANA GOVT. GA2. (EXTRA.), APRIL 10, 2002 
(CHTR. 20, 1924 SAKA) 
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[Authorised English Translation] 


HARYANA GOVERNMENT 
EXCISE AND TAXATION DEPARTMENT 
Notification 
The lOth April, 2fX)2 

No. S.0.37/HA, 13/2000/S. 11/2002.—In exercise of the powers conferred 
by sub-section (1) of section 11 of the Haryana Local Area Development Tax Act, 
2000 (Act 1.3 of 2000), and all other powers euabliiig him in this behalf, the 
(lovemor of Haryana being of the opmit)n that it is necessary in public interest so 
to do, hereby exempts Para Xylene-F\irified Terethalic Acid Project of Indian Oil 
Corporation Limited with effect from the date of trial production from the tax 
payable under the said Act in respect of entry of Naptha feed stock and other 
consumables like catalyst, chemicals and maintenance spares, into local area. 


A.N. MATHIJR, 

Financial Commissioner and Principal Secretary to 
Government Haryana, Excise and 
Taxation Department. 


14091_L.R.—{"hd. 



